REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA LEGISLATURE AND THE 

COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF THE 

BUSHBUCKRIDGE LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying financial statements of the Bushbuckridge Local Municipality 
which comprise the balance sheet as at 30 June 2009, and the income statement and the cash 
flow statement for the year then ended, and a summary of significant accounting policies and 
other explanatory notes, as set out on pages xx to xx. 

The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the Statements of Generally Recognised Accounting Practice 
(Statements of GRAP) and in the manner required by the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) (MFMA) and for such internal control as the 
accounting officer determines is necessary to enable the preparation of financial statements that 
are free from material misstatement, whether due to fraud or error. 

The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with 
section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to express 
an opinion on these financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Those 
standards require that I comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal controls relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An 
audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 

Opinion 

7. In my opinion the financial statements of the Bushbuckridge local municipality have been 
prepared, in all material respects, in accordance with the basis of accounting as set out in 
accounting policy note 1 to the financial statement and in the manner required by the MFMA. 

Emphasis of matters 

Without qualifying my opinion, I draw attention to the following matters: 


Basis of accounting 

8. The municipality’s policy is to prepare financial statements on the entity-specific basis of 
accounting, as set out in accounting policy note 1. 

Restatement of corresponding figures 

9. As disclosed in note 32 to the financial statements, the corresponding figures for 30 June 2008 

have been restated as a result of an error discovered during the financial year ended 30 June 

2009 in the financial statements of the Bushbuckridge Local Municipality at, and for the year 
ended, 30 June 2008 

Other matters 

I draw attention to the following matters that relate to my responsibilities in the audit of the financial 
statements: 

Unaudited supplementary schedules 

10. The budget information published alongside actual figures and the supplementary information set 

out on pages 33 to 38 does not form part of the financial statements and is presented as additional 

information. I have not audited these schedule(s) and accordingly I do not express an opinion 
thereon. 

Governance framework 

I I The governance principles that impact the auditor’s opinion on the financial statements are related 
to the responsibilities and practices exercised by the accounting officer and executive 

management and are reflected in the internal control deficiencies and key governance 
responsibilities addressed below: 

Key governance responsibilities 

12. The MFMA tasks the accounting officer with a number of responsibilities concerning financial and 
risk management and internal control. Fundamental to achieving this is the implementation of key 
governance responsibilities, which I have assessed as follows: 


No. 

Matter 

Y 

N 

Clear trail of supporting documentation that is easily available and provided in a 
timely manner 


1. 

No significant difficulties were experienced during the audit concerning delays or 
the availability of requested information. 

Y 


Quality of financial statements and related management information 


2. 

The financial statements were not subject to any material amendments resulting 
from the audit. 

Y 


3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 

Y 


Timeliness of financial statements and management information 

■! 1 ■■ ■■■ 

4. 

The annual financial statements were submitted for auditing as per the legislated 
deadlines (section 126 of the MFMA). 

Y 


Availability of key officials during audit 


5. 

Key officials were available throughout the audit process. 

, Y 



No. 

Matter 

idk I 

Y 

N 

Development of and compliance with risk management, effective internal control 
and governance practices 


6. 

Audit committee 




• The municipality had an audit committee in operation throughout the financial 
year. 

Y 


• The audit committee operates in accordance with approved, written terms of 
reference. 

Y 


• The audit committee substantially fulfilled its responsibilities for the year, as | 
set out in section 166(2) of the MFMA. 

Y 


7. 

Internal audit 




• The municipality had an internal audit function in operation throughout the 
financial year. 

Y 


• The internal audit function operates in terms of an approved internal audit 
plan. 

Y 


• The internal audit function substantially fulfilled its responsibilities for the year, I 
as set out in section 165(2) of the MFMA. 

Y 


8. 

There are no significant deficiencies in the design and implementation of internal 
control in respect of financial and risk management. 

Y 


9. 

There are no significant deficiencies in the design and implementation of internal I 
control in respect of compliance with applicable laws and regulations. 

Y 

— 

10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 

Y 


11. 

A risk assessment was conducted on a regular basis and a risk management 
strategy, which includes a fraud prevention plan, is documented and used as set 
; out in section 62(1)(c)(i) of the MFMA. 


N 

12. 

Delegations of responsibility are in place, as set out in section 79 of the MFMA. 

Y 


Follow-up of audit findings 


i 13. 

The prior year audit findings have been substantially addressed. 

Y 


14. 

SCOPA resolutions have been substantially implemented. 

Y 


Issues relating to the reporting of performance information 

1 

15. 

The information systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 

Y 


16. 

Adequate control processes and procedures are designed and implemented to 
ensure the accuracy and completeness of reported performance information. 


N 

17. 

A strategic plan was prepared and approved for the financial year under review for 
purposes of monitoring the performance in relation to the budget and delivery by 
the Bushbuckridge Local Municipality against its mandate, predetermined 
objectives, outputs, indicators and targets (section 68 of the MFMA). 

Y 


18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those charged 
with governance. 

Y 

^ ... 



13. Part of the control processes for the accuracy of the reported performance information is the audit 
of performance inforrriation by internal audit. This control was not achieved mainly because of 
performance information not completed timeously to enable the audit thereof by internal audit. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on performance information 

14. 1 have reviewed the performance information as set out on pages xx to xx. 


The accounting officer s responsibility for the performance information 

15. In ternis of section 121(3)(c) of the MFMA, the annual report of a municipality must include the 

annua performance report of the municipality, prepared by the municipality in terms of section 46 
of the Local Government: Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 

The Auditor-General’s responsibility 

16. 1 conducted my engagement in accordance with section 13 of the PAA read with General 

Notice 616 of 2008, issued in Government Gazette No. 31057 of 15 May 2008 and section 45 of 
the MSA. 

17. Iri terms of the foregoing my engagement included performing procedures of an audit nature to 
obtain sufficient appropriate evidence about the performance information and related systems 
processes and procedures. The procedures selected depend on the auditor’s judgement. 

18. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a basis for the 
findings reported below. 

Findings on performance information 

Non-compliance with regulatory requirements 

Internal auditing of performance measurements 

19. The internal auditors of the municipality did not audit the performance measurements on a 

continuous basis and did not submit quarterly reports on their audits to the municipal manager 
and the performance audit committee for the third and fourth quarters. 

No mid-year budget and performance assessments 

20. The accounting officer of the municipality did not by 25 January 2009, assess the performance of 

the municipality during the first half of the financial year, taking into account the municipality’s 

service delivery performance during the first half of the financial year and the service delivery 

targets and performance indicators set in the service delivery and budget and implementation 
plan, as required by section 72 of the MFMA. 


Lack of reporting on all predetermined objectives in annual report 

21. The Bushbuckridge Local Municipality has not reported on all the predetermined objectives the 
following are a few examples: 



Prionty/Objective 

Indicator 

Target 

KPA: Infrastructure and services 


. 

Water infrastructure projects to achieve 
presidential targets 

All households provided 
with quality affordable 
water 

100% of the total 
households in the municipal 
area by 2010 

Sanitation 

60% of households with 

100% of the total ; 


Provide an adequate and appropriate 
sewer systems for the urban part of the 
municipality as well as VIPs for the rural 
conditions 


Waste Management and Refuse Removal 
Provide a safe, effective and economical 
waste management and refuse disposal 
system 


Housing 

Ensure that the housing need of people in 
the municipa l area is met 
Cemeteries 

Provide safe, appropriate and accessible 
burial space/cemetery space in the 
municipal area 


appropriate sewer 
systems for both rural and 
urban communities 

Households with access 
to waste management 
and refuse disposal 
system (per area or 
specific area and include 
time frame 

Number of houses 
constructed 


households in the municipal 
area by 2010 


Number of hectares of 
land acquired for 
cemeteries 


Posts and telecommunications 
To ensure that a basic communication 
infrastructure is within reach of all the 
inhabitants in the municipal area 



Land ownership and land use 
management 

lav/ful securitv of tenure 


KPA: S ocial Development 
Health 

Promote the development of a healthy 
community and an effective healthcare 
environment 


Number of projects on 
basic communication 
infrastructure 

implemented 

20% compliance with land 
tenure legislation 



20 awareness 
programmes and 
campaigns conducted 


100% households by 2012 


1 00% households with 


housing by 2012 


one family with a 
complaint by 2012 


Communication 
infrastructure projects by 
2010 


100% compliance with land 
tenure legislation by 2010 


<15 cases a month by 
2012 



Inconsistently reported performance information 

22. Certain objectives, performance indicators and targets in the annual performance report were 

found to be inconsistent or not aligned with the approved integrated development plan. The 
following serve as examples: 


Per IDP 

KPA: Infrastructure and services 


Objective 

Electrificatio 
n of 

households 
- Provide 
affordable 
and reliable 
electricity to 
urban and 
rural areas 
in the 

municipalit 


KPA: Economic development 


Per performance report 


Indicator 

Target 

Objective 

Indicator 

Target 

80% of 
electrified 
homes for 

households 
earning 
incomes 
between i 

R800 and 
R1100?? 

1 00% of total 

households 

with 

electricity in 
the municipal 
area by 2012 

Provision of 
electricity 

infrastructure 
planned versus 
milestone met 

Nine high-mast 
lights 


Local 


economic 

developmen 

t- 

Ensure 

economic 


3% of 
economic 
growth in all 
sectors of 
the economy 


3% GDP for 
the area by 
2014 


Sustainable job 
creation and 
poverty 
alleviation 


{%) 
infrastructure 

planned versus 

milestone met 


Market stalls 


growth in all 
sectors of 


economy in 
order to half 

overt' 

KPA: Social development 


Sports and 
recreation - 
Ensure 
accessibility 
to sport and 
recreation 
facilities for 
all the 
inhabitants 
of the 
municipal 
area 


Number of 
sports and 
recreation 
facilities 
developed 


100 000 
inhabitants 
attending 
major 

sporting and 
recreational 
events by 
2012 


Access to sport, 
culture and 
recreation 


(%) 

infrastructure 
planned versus 
milestone met 


Ximungwe 

Sports 

complex, 

Athletics 

tracks; 

Thulamahashe 
Stadium and 
Shatale, 
Mathibela 
Sports 
Complex, 
Casteel sports 
complex 


APPRECIATION 

23. The assistance rendered by the staff of the Bushbuckridge Local Municipality during the audit is 
sincerely appreciated. 
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Submit the final printer's proof of the annual report to the relevant senior manager of th 
Auditor-iieneral of South Africa for verification of the audit-related references in the audit 
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In accordance with the PAA and in terms of General Notice 1 111 of 2010 issued In Gox/ernmenf 
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j-^waius wssitt made to suppliers based on preference points that had not beers caicu 
accordance with the rr-qyirements of ihe PPPFA. and its requlations. 
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Awards vt/ere ir?ade to providei's who were persons in the service of tlie municipality or 'whose 
direcrfoj's oi principai shareholders were persons in the service of the municipality^ in Gontraveirciors 
of SoK^ Reguiatlon 44 . Furthermtore, the providers faited to declare that they were in the service of 
the municipality, as required by SCM Regulation 13 (c). 


Awards were made to prrjviders who were persons m Ihe servias of other state institutions or 
whose dSrGctors or principal siiarehoiders w/ere persons in the service of 
contravention of thiS requirements of SCM Reouiation -M 

'V 



er siaie 



nuiions. iH 


contr 




Persons in the seivice or the murucipallty wno i iad s private or business interest in 

awarded oy the rnunicipaiily failed to discloso such Interest^ as required by SCM 

RegUiatiOit 46 ( 2 )(e) or the codes ot conduct for counoiilors and for staff members issued in terms 
of the MSA. 
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below are limited to Ihe sigi'^fjcanl deficiencies that resulted in the findings on the annual 

rnance repori and Liie fir 



renod. 



ios on i 



jWS and regulations inciurJed in thi? 
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Le%aasrsi'sfp 
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I ns accounting onicer aid not e?:ercise oversight fesponsibiiity over financial and perfonrianC'; 
reporfing, compliancs with laws snd legulafioiis ss well as inieinsi coniroi. 


40 . Actions wore no! iaken to address rislts reiatlng to the acf»ieveiTienl: of complete and accurate 
financial and* peifoi ma'ice reportinp. 


'i 

“I ( . 


systems we)‘e i joi docurnenteci m ihe policy ^ 
monitoring process vvere vioi routineiv oornmvi 



ocediire iVtai'iuat anc the rasuits of the 
icaied ic> ali incniagers and staif. 
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uoi readily avaiiiabie ihroaQhGui the- audii 


43 , (ntefRal ar^d aAteniiS! su^dfl findings ivere not sioirijikwantiv sridress^ci. 

Ffnanclai arsct D-arformance rrianaaemisnt 
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Peninen^ ?:niorrnatlon vvas not ^derunneG and capltired in a TO!Tn and iSme feme to su'pport nriancia! 


f-Ti 

t ■ : J’T- 

'Wl mJ 



aance repoauuj. 


45- Requesied imonriation vi/as not available and su Drilled without any sianjficani deiav. 


^ he ftiunicipaliiy did not have coiripelent individuals who understood the financial reporting 
framework and parformancs management requcremeuls. 

n technology controls were not desioned to mairilain Ihe kiieontv of li'to 



srai ni 


^oror^latto^ systems and the securitv of the data. 

■ ” j # 


48 . Requested rnforrnation for 

procurement were not made available 
delays. 





is such as assets, creclitors, e.Kpenditure and 
or, whsen made available; was suppited after significant 


49 - The tlnanclat statements were subject to matenai amendments resulting from tlie audit, as reported 


above. 
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■•jovernarscfe 


uU 


(.)ngofng monitofing and supervisions were riot underiiakeft to enable sn assss; 5 rnsr!l. of tiisi 
effectiveness of internal ctontroi ryv.er Financial .and performance reiftoitina. 
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